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BOARD 

[  4  CFR  Parts  331,  351,  401,  402  1 

NATIONAL  DEFENSE  CONTRACT  AND 

SUBCONTRACT  REQUIREMENTS 

CONCERNING  COST  ACCOUNTING 

PRACTICES 

Notice  of  Proposed  Rule  Making 

Notice  is  hereby  given  of  standards, 
rules  and  regulations  which  the  Cost 
Accounting  Standards  Board  is  consider¬ 
ing  for  promulgation  to  implement  the 
requirements  of  section  719  of  the  De¬ 
fense  Production  Act  of  1950,  as  amended, 
Public  Law  91—379,  50  U.S.C.  App.  2168. 
When  promulgated,  the  requirements 
will  be  binding  upon  all  relevant  Federal 
agencies  and  national  defense  contrac¬ 
tors  and  subcontractors. 

The  regulations  specify  and  explain  a 
solicitation  notice  and  contract  clauses 
(Part  331),  the  Disclosure  Statement 
(Part  351),  and  two  Cost  Accounting 
Standards  (Parts  401  and  402) . 

The  solicitation  notice  spells  out  the 
conditions  which  bidders  and  proposers 
must  satisfy  to  obtain  a  contract  which 
is  subject  to  or  which  may  result  in  modi¬ 
fications  subject  to  Cost  Accounting 
Standards  Board  requirements.  The  con¬ 
tract  clauses  set  forth  the  precise  nature 
of  the  contractor’s  and  contracting 
agency’s  rights  and  duties  concerning 
such  requirements.  The  Disclosure  State¬ 
ment  and  its  related  regulation  specify 
the  data  regarding  cost  accounting  prac¬ 
tices  which  covered  contractors  and  sub¬ 
contractors  must  submit  to  contracting 
agencies  as  a  condition  of  contracting. 
The  requirements  which  contracting 
agencies  must  meet  in  obtaining  and 
utilizing  such  statements  are  also  spelled 
out.  The  proposed  Disclosure  Statement 
form  appears  at  §  351.14. 

The  standards  are  the  first  of  a  series 
of  such  issuances  which  the  Board  is  re¬ 
quired  to  develop  “to  achieve  uniformity 
and  consistency  in  the  cost-accounting 
principles  followed  by  defense  contrac¬ 
tors  and  subcontractors  under  Federal 
contracts.”  (See  sec.  719(g)  of  the  De¬ 
fense  Productions  Act  of  1950,  as 
amended.)  One  standard  establishes  the 
requirement  for  consistency  in  estimat¬ 
ing,  accumulating,  and  reporting  costs. 
The  other  standard  establishes  the  re¬ 
quirement  for  consistency  in  charging 
and  allocating  costs  incurred  for  the 
same  purpose. 

Special  Notice 

The  Cost  Accounting  Standards  Board 
has  been  advised  that  parties  outside  of 
the  Federal  Government  may  seek  access 
to  some  of  the  Disclosure  Statements 
submitted  pursuant  to  the  Board’s  re¬ 
quirements.  Therefore,  the  Cost  Account¬ 
ing  Standard  Board  has  before  it  the 
question  of  whether  data  submitted  in  re¬ 
sponse  to  Disclosure  Statements  should 
be  made  available  to  the  public  upon  ap¬ 
propriate  request.  The  Public  Informa¬ 
tion  Section  of  the  Administrative  Proce¬ 


dure  Act  (5  U.S.C.  552)  requires  that  a 
record  promptly  be  made  available  to  any 
person  requesting  it.  Nevertheless,  data 
which  are  “trade  secrets  and  commercial 
or  financial  information  obtained  from 
a  person  and  privileged  or  confidential” 
need  not  under  that  section  be  made 
available.  The  Board  has  been  urged  that 
such  data  be  made  available  to  the  pub¬ 
lic  and  has  also  been  urged  that  such 
data  be  withheld  from  public  inspection. 
The  Board  earnestly  solicits  arguments 
for  or  against  public  availability  in  com¬ 
ments  on  this  regulation.  Anyone  com¬ 
menting  on  the  Disclosure  Statement 
regulation  (Part  351)  may  state  why 
such  information  should  be  made  avail¬ 
able  to  the  public,  or  which  particular 
question  or  questions  elicit  data  which  he 
believes  should  be  withheld  from  the 
public;  in  the  latter  case,  he  should  pro¬ 
vide  specific  illustrations  indicating  why 
injury  to  legitimate  interests  would  re¬ 
sult  from  public  inspection  of  the  data. 

Interested  parties  are  invited  to  submit 
written  data,  views,  and  arguments,  in 
an  original  and  two  copies,  concerning 
the  proposals  to  the  Cost  Accounting 
Standards  Board,  441  G  Street  NW., 
Washington,  DC  20548  no  later  than 
February  4,  1972.  All  written  submissions 
made  pursuant  to  this  notice  will  be 
made  available  for  public  inspection  at 
the  Board’s  offices  during  regular  busi¬ 
ness  hours. 

PART  331— CONTRACT  COVERAGE 

Authority:  The  provisions  of  this  Part 
331  are  Issued  under  50  U.S.C.  App.  2168. 

§  331.1  Purpose  and  scope. 

The  regulations  contained  in  this  Part 
are  promulgated  to  implement  the 
standards  and  the  rules  and  regulations 
established  by  the  Cost  Accounting 
Standards  Board  pursuant  to  50  U.S.C. 
App.  2168  (Public  Law  91-379,  August  15, 
1970) .  The  requirements  set  forth  herein 
shall  be  binding  upon  all  relevant  Fed¬ 
eral  agencies  and  upon  defense  contrac¬ 
tors  and  subcontractors. 

§  331.2  Definitions. 

(a)  A  “relevant  Federal  agency”  is 
any  Federal  agency  making  a  national 
defense  procurement  and  any  agency 
whose  responsibilities  include  review,  ap¬ 
proval,  or  other  action  affecting  such  a 
procurement. 

(b)  A  “defense  contractor”  is  any 
contractor  entering  into  a  contract  with 
the  United  States  for  the  production  of 
material  or  the  performance  of  services 
for  the  national  defense. 

(c)  A  “defense  subcontractor"  is  any 
person  other  than  the  United  States  who 
contracts,  at  any  tier,  to  perform  any 
part  of  a  defense  contractor’s  contract. 

(d)  “National  defense”  is  any  program 
for  military  and  atomic  energy  produc¬ 
tion  or  construction,  military  assistance 
to  any  foreign  nations,  stockpiling,  space, 
and  directly  related  activity. 

(e)  The  definition  of  “established 
catalog  or  market  prices  of  commercial 
items  sold  in  substantial  quantities 
to  the  general  public”  set  out  in  the 
Armed  Services  Procurement  regulation, 


§  3-807.1  (b)  (32  CFR  3.807-1  (b) ),  in  ef¬ 
fect  at  the  date  of  the  contract,  shall  be 
used.1 

(f)  A  “negotiated  subcontract”  is  any 
subcontract  except  a  firm  fixed-price 
subcontract  made  by  a  contractor  or 
subcontractor  after  receiving  offers  from 
at  least  two  firms  not  associated  with 
each  other  or  such  contractor  or  sub¬ 
contractor,  providing  ( 1 )  the  solicitation 
to  all  competing  firms  is  identical  and 
(2)  the  lowest  offer  received  in  compli¬ 
ance  with  the  solicitation  from  among 
those  solicited  is  accepted. 

(g)  A  “Disclosure  Statement”  is  the 
Disclosure  Statement  promulgated  by 
Cost  Accounting  Standards  Board  regu¬ 
lation  (Part  351  of  this  chapter) . 

§  331.3  Applicability. 

The  head  of  each  relevant  Federal 
agency  shall  cause  or  require  the  clause 
set  forth  in  §  331.5  and  captioned  “Cost 
Accounting  Standards”  to  be  inserted  in 
all  negotiated  defense  contracts  and  con¬ 
tract  modifications  in  excess  of  $100,000, 
other  than  contracts  entered  into  by  the 
agency  where  the  price  is  based  on: 
(a)  Established  catalog  or  market 
prices  of  commercial  items  sold  in  sub¬ 
stantial  quantities  to  the  general  public, 
or  (b)  prices  set  by  law  or  regulation. 
Additionally,  all  solicitations,  including 
advertised  solicitations,  likely  to  result 
either  in  a  contract  in  which  the  clause 
set  forth  in  8  331.5  must  be  inserted  or 
in  a  contract  under  which  modifications 
will  be  made  in  which  that  clause  must 
be  inserted  shall  include  the  notice  set 
forth  in  §  331.4  and  captioned  “Disclos¬ 
ure  Statement — Cost  Accounting  Prac¬ 
tices.”  Contracts  which  do  not  contain 
the  clause  set  forth  in  §  331.5  under 
which  modifications  subject  to  the  re¬ 
quirements  of  the  Co6t  Accounting 
Standards  Board  are  likely  to  be  made 
shall  include  the  contract  clause  set 
forth  in  §  331.6  captioned  “Future  Appli¬ 
cation  of  Cost  Accounting  Standards.” 

§  331.4  Solicitation  notice. 

Disclosure  Statement — Cost  Accounting 
Practices 

Unless  this  Is  an  advertised  solicitation, 
any  contract  in  excess  of  $100,000  resulting 
from  this  solicitation,  except  contracts  where 
the  price  negotiated  is  based  on  (1)  estab¬ 
lished  catalog  or  market  prices  of  commercial 
items  sold  in  substantial  quantities  to  the 
general  public,  or  (2)  prices  set  by  law  or  reg¬ 
ulation,  will  be  subject  to  the  requirements 
of  the  Cost  Accounting  Standards  Board. 
Also  any  modification  in  excess  of  $100,000 
whether  made  under  a  contract  subject  to 
such  standards  or  not  will  be  subject  to  such 
requirements  unless  the  modification  falls 
within  the  exceptions  recited  above.  Any  of¬ 
feror  submitting  a  proposal,  which,  if  accept¬ 
ed,  will  result  in  a  contract  subject  to  the 
requirements  of  the  Cost  Accounting  Stand¬ 
ards  Board  must,  as  a  condition  of  contract¬ 
ing,  submit  a  Disclosure  Statement  as  re¬ 
quired  by  regulations  of  the  Board.  The  Dis¬ 
closure  Statement  must  be  submitted  as  a 
part  of  the  olTeror's  proposal  under  this  solic- 


*It  is  assumed  that  the  proposed  revision 
of  ASPR  3-807.1  (b).  now  under  active  con¬ 
sideration  by  the  ASPR  Committee,  will  have 
been  issued  prior  to  the  effective  date  of  this 
regulation. 
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itatlon  unless.  In  compliance  with  agency 
procedures,  the  offeror  has  already  submitted 
a  Disclosure  Statement  disclosing  the  prac¬ 
tices  used  In  connection  with  the  pricing  of 
this  proposal,  or  unless  post-award  submis¬ 
sion  has  been  authorized  by  the  contracting 
officer  In  accordance  with  regulations  of  the 
Cost  Accounting  Standards  Board  (see  4  CFR 
331.7.)  If  an  applicable  Disclosure  Statement 
has  already  been  submitted,  the  offeror  may 
satisfy  the  requirement  for  submission  by 
providing  the  following  Information : 2 

Certification  (Applicable  Onlt  to  Propos¬ 
als  Resulting  in  Contracts  Subject  to 

Cost  Accounting  Standards  Board  Re¬ 
quirements) 

By  submission  of  this  offer,  the  offeror 
certifies  that  his  practices  used  In  estimating 
costs  In  pricing  this  proposal  are  consistent 
with  the  cost  accounting  practices  disclosed 
In  the  applicable  Disclosure  Statement. 

§  331.5  Contract  clause — current  appli¬ 
cability. 

The  following  clause  shall  be  inserted 
in  all  contracts  and  contract  modifica¬ 
tions  subject  to  Cost  Accounting  Stand¬ 
ards  Board  requirements: 

Cost  Accounting  Standards 

(a)  Unless  the  Cost  Accounting  Standards 
Board  has  prescribed  rules  or  regulations 
exempting  the  contractor  or  this  contract 
from  Standards,  rules,  and  regulations 
promulgated  pursuant  to  50  U.S.C.  App.  2168 
(Public  Law  91-379,  August  15.  1970),  the 
contractor,  in  connection  with  this  contract 
or  contract  modification  as  applicable  shall: 

(1)  By  submission  of  a  Disclosure  State¬ 
ment,  disclose  in  writing  his  cost  accounting 
practices  as  required  by  regulations  of  the 
Cost  Accounting  Standards  Board.  The  re¬ 
quired  disclosures  must  be  made  prior  to  con¬ 
tract  award  unless  the  Contracting  Officer 
provides  a  written  notice  to  the  contractor 
authorizing  post-award  submission  in  ac¬ 
cordance  with  regulations  of  the  Cost  Ac¬ 
counting  Standards  Board. 

(2)  Follow  consistently  the  cost  account¬ 
ing  practices  disclosed  pursuant  to  (1)  In 
accumulating  and  reporting  contract  per¬ 
formance  cost  data  concerning  this  contract 
or  contract  modification  as  applicable. 
Changes  to  the  Disclosure  Statement  will  be 
permitted  only  in  accordance  with  the  pro¬ 
cedures  set  out  in  Cost  Accounting  Standards 
Board  regulations. 

(3)  Comply  with  all  Cost  Accounting 
Standards  in  effect  at  the  time  of  award  of 
this  contract  or  contract  modification  as 
applicable. 

(4)  To  the  extent  and  on  such  terms  and 
conditions  as  may  be  mutually  accepted, 
comply  with  each  Cost  Accounting  Standard 
and  with  each  rule  and  regulation  which  Is 
duly  promulgated  by  the  Cost  Accounting 
Standards  Board  with  an  effective  date  after 
the  effective  date  of  this  contract  or  contract 
modification  as  applicable. 

(5)  Agree  to  an  adjustment  of  the  con¬ 
tract  price  or  cost  allowance,  as  appropriate, 
if  he  or  a  subcontractor  falls  to  comply  with 
a  Cost  Accounting  Standard  applicable  to 
this  contract  or  contract  modification  pur¬ 
suant  to  (3)  and  (4)  above  or  to  follow  any 
practice  disclosed  pursuant  to  (1)  and  (2) 
above  and  such  failure  results  In  any  in¬ 
creased  costs  paid  by  the  United  States. 
Such  adjustment  shall  provide  for  recovery 
of  the  Increased  costs  to  the  United  States 
together  with  Interest  thereon  computed  at 


2  [The  agency  issuing  the  solicitation 
should  specify  the  data  which  it  will  accept 
if  any  in  lieu  of  resubmission  of  a  Disclosure 
Statement  already  submitted.] 


the  rate  determined  by  the  Secretary  of  the 
Treasury  pursuant  to  Public  Law  92-41,  85 
Stat.  97,  or  7  percent  per  annum,  whichever 
is  less,  from  the  time  the  payment  by  the 
United  States  was  made  to  the  time  the  ad¬ 
justment  Is  effected. 

(b)  If  the  parties  fail  to  agree  as  to 
whether  the  contractor  or  a  subcontractor 
has  complied  with  an  applicable  Cost  Ac¬ 
counting  Standard  or  the  rules  and  regula¬ 
tions  of  the  Cost  Accounting  Standards 
Board,  as  amended  or  supplemented  to  the 
date  of  award  of  this  contract  or  contract 
modification,  all  of  which  are  Incorporated 
herein  by  reference,  or  as  to  cost  adjust¬ 
ments  demanded  by  the  United  States,  such 
failure  to  agree  shall  be  a  dispute  concern¬ 
ing  a  question  of  fact  within  the  meaning  of 
the  disputes  clause  of  this  contract. 

(c)  The  contractor  shall  permit  any  au¬ 
thorized  representative  of  the  head  of  the 
agency,  of  the  Cost  Accounting  Standards 
Board,  or  of  the  Comptroller  General  of  the 
United  States  to  examine  and  make  copies  of 
any  documents,  papers,  or  records  relating 
to  compliance  with  the  requirements  of  this 
clause. 

(d)  The  contractor  shall  include  in  all 
negotiated  subcontracts  which  he  enters  into 
the  substance  of  this  clause  except  para¬ 
graph  (b)  and  shall  require  such  inclusion 
in  all  other  subcontracts  of  any  tier,  except 
that  this  requirement  shall  apply  only  to 
negotlated'subcontracts  In  excess  of  $100,000 
where  the  price  negotiated  is  not  based  on: 

(1)  Established  catalog  or  market  prices  of 
commercial  items  sold  in  substantial  quan¬ 
tities  to  the  general  public,  or 

(2)  Prices  set  by  law  or  regulation. 

(e)  (1)  Any  willful  failure  to  perform  any 
requirement  of  this  clause  shall  be  deemed 
to  be  a  breach  of  a  material  term  of  this  con¬ 
tract,  for  which  breach  the  contract  may  be 
terminated  for  default. 

(2)  Contractor  agrees  to  terminate  for  de¬ 
fault  or  require  the  termination  for  default 
of  any  subcontract  of  any  tier  under  this 
contract  as  directed  by  the  Contracting  Offi¬ 
cer  in  cases  where  the  Contracting  Officer 
makes  a  finding  that  the  subcontractor  has 
willfully  failed  to  perform  any  requirement 
of  the  subcontract  relating  to  cost  account¬ 
ing  practices. 

(f )  The  following  words  as  used  herein 
shall  have  the  following  meanings: 

(1)  A  “defense  contractor"  Is  any  con¬ 
tractor  entering  into  a  contract  with  the 
United  Str  tes  for  the  production  of  material 
or  the  performance  of  services  for  the  na¬ 
tional  defense. 

(2)  A  "defense  subcontractor”  is  any  per¬ 
son  other  than  the  United  States  who  con¬ 
tracts,  at  any  tier,  to  perform  any  part  of 
a  defense  contractor’s  contract. 

(3)  “National  defense”  Is  any  program  for 
military  and  atomic  energy  production  or 
construction,  military  assistance  to  any  for¬ 
eign  nation,  stockpiling,  space,  and  directly 
related  activity. 

(4)  A  “negotiated  subcontract”  is  any  sub¬ 
contract  except  a  firm  fixed-price  subcon¬ 
tract  made  by  a  contractor  or  subcontractor 
after  receiving  offers  from  at  least  two  firms 
not  associated  with  each  other  or  such  con¬ 
tractor  or  subcontractor,  providing  (1)  the 
solicitation  to  all  competing  firms  Is  identi¬ 
cal,  and  (2)  the  lowest  offer  received  In  com¬ 
pliance  with  the  solicitation  from  among 
those  solicited  is  accepted. 

(5)  A  “Disclosure  Statement”  is  the  Dis¬ 
closure  Statement  promulgated  by  Cost  Ac¬ 
counting  Standards  Board  regulations  (4 
CFR  Part  351). 

§  331.6  Contract  clause — future  appli¬ 
cability. 

The  following  clause  shall  be  inserted 
in  all  contracts  to  which  Cost  Accounting 


Standards  Board  requirements  are  not 
applicable  but  under  which  it  is  likely 
that  modifications  will  be  made  which 
will  be  subject  to  such  requirements. 

Future  Application  of  Cost  Accounting 
Standards 

(a)  The  contractor  agrees  that  any  con¬ 
tract  modification  which  by  Cost  Accounting 
Standards  Board  regulations  in  effect  on  the 
date  of  contract  award  is  subject  to  the  re¬ 
quirements  of  that  Board  shall  include  the 
contract  clause  as  required  by  the  Board's 
regulation  (4  CFR  331.5). 

(b)  The  contractor  shall  include  the  sub¬ 
stance  of  this  clause  in  all  subcontracts  of 
any  tier. 

§331.7  Post-award  disclosure. 

(a)  As  specified  in  the  solicitation  no¬ 
tice  and  contract  clause  set  forth  in 
§  331.5  Disclosure  Statements  must  be 
submitted  by  offerors  required  to  make 
disclosure  prior  to  contract  award  unless 
the  Contracting  Officer  authorizes  in 
writing  post-award  submission.  As 
specified  in  the  contract  clause  set  forth 
in  §  331.5,  Disclosure  Statements  must 
be  submitted  by  prospective  subcontrac¬ 
tors  required  to  make  disclosure  prior  to 
subcontract  award  unless  the  Contract¬ 
ing  Officer  at  the  request  of  the  con¬ 
tractor  authorizes  in  writing  post-award 
submission. 

(b)  Post-award  submission  may  be  au¬ 
thorized  only  when  the  Contracting  Of¬ 
ficer  has  made  a  written  determination 
that  such  authorization  is  essential  (1) 
to  the  national  defense,  (2)  because  of 
the  public  exigency,  or  (3)  to  avoid  undue 
hardship.  Each  determination  shall  set 
forth  facts  which  clearly  support  the 
determination  to  authorize  post-award 
submission,  and  a  copy  of  the  determina¬ 
tion  shall  be  included  in  the  contract 
file.  Authorization  issued  pursuant  to  this 
paragraph  shall  specify  the  time,  not  to 
exceed  90  days  after  contract  or  sub¬ 
contract  award,  by  which  disclosure  must 
be  made. 

(c)  In  the  event  the  agency  head  de¬ 
termines  that  it  is  impractical  to  secure 
a  required  Disclosure  Statement  in  ac¬ 
cordance  with  the  contract  clause  and 
this  section,  he  shall  prior  to  contract  or 
subcontract  award  submit  a  report  to  the 
Cost  Accounting  Standards  Board,  set¬ 
ting  forth  all  material  facts.  The  Cost 
Accounting  Standards  Board  will 
promptly  advise  the  agency  head  of  the 
action  to  be  taken  to  satisfy  its  require¬ 
ments. 

§  331.8  Interpretation. 

(a)  Changes  to  disclosed  practices 
which  result  from  a  unilateral  change  by 
the  contractor  or  from  agreement  with 
the  contracting  agency  may  be  made  by 
amendment  of  the  Disclosure  Statement. 
Notice  of  such  changes  shall  be  submitted 
promptly  to  the  Contracting  Officer  in 
writing  as  an  amendment  to  the  Disclo¬ 
sure  Statement  in  effect  at  the  time  of 
award.  If  such  changes  result  in  in¬ 
creased  costs  being  paid  by  the  United 
States,  adjustment  of  the  contract  price 
or  of  cost  allowances,  as  appropriate, 
shall  be  made  as  provided  in  paragraph 
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(a)(5)  of  the  Cost  Accounting  Standards 
clause,  §  331.5. 

(b)  For  purposes  of  the  contract  clause, 
increased  costs  as  referred  to  in  para¬ 
graph  (a)  (5)  of  the  Cost  Accounting 
Standards  clause,  §  331.5,  shall  be 
deemed  to  have  resulted  whenever  the 
cost  paid  is  determined  by  application 
of  practices  other  than  the  contractor’s 
disclosed  practices  or  by  failure  to  com¬ 
ply  with  applicable  Cost  Accounting 
Standards,  and  such  cost  is  higher  than 
it  would  have  been  had  the  disclosed 
practices  been  followed  or  applicable  Cost 
Accounting  Standards  been  complied 
with. 

(c)  In  negotiated  firm  fixed -price  type 
contracts,  however,  “increased  costs” 
cannot  be  interpreted  in  terms  of  a 
higher  level  of  costs  reimbursed  during 
contract  performance,  since  in  such  con¬ 
tracts  the  price  to  be  paid  would  nor¬ 
mally  be  the  price  agreed  to.  That  price 
will  have  been  based  on  the  requirement 
that  the  contractor  utilize  his  disclosed 
practices  and  comply  with  applicable 
Cost  Accounting  Standards.  Subse¬ 
quently,  if  the  contractor  fails  during 
contract  performance  to  follow  his  dis¬ 
closed  practices  or  to  comply  with  appli¬ 
cable  Cost  Accounting  Standards,  his 
costs  may  be  less  than  the  estimated  costs 
used  in  negotiation  of  that  price,  and 
therefore  the  fixed  price  should  be  re¬ 
duced.  In  such  cases,  the  increased  cost 
to  the  United  States  must  be  measured 
by  the  difference  between  the  cost  esti¬ 
mates  used  in  negotiations  and  the  cost 
estimates  that  would  have  been  used  had 
the  contractor  proposed  on  the  basis  of 
his  actual  practices. 

(d)  The  statutory  requirement  under¬ 
lying  this  interpretation  is  that  the 
United  States  not  pay  increased  costs,  in¬ 
cluding  a  profit  enlarged  beyond  that  in 
the  contemplation  of  the  parties  to  the 
contract  when  the  contract  costs,  price, 
or  profit  is  negotiated,  by  reason  of  a 
contractor’s  failure  to  utilize  applicable 
Cost  Accounting  Standards  or  to  follow 
his  disclosed  practices.  In  making  price 
adjustments  under  paragraph  (a)(5)  of 
the  Cost  Accounting  Standards  clause, 
§  331.5,  in  fixed-price  or  cost-reimburse¬ 
ment  incentive  contracts,  or  contracts 
providing  for  prospective  or  retroactive 
price  redetermination,  the  Federal 
agency  shall  enforce  this  requirement  ap¬ 
propriately  in  the  circumstances,  includ¬ 
ing  all  aspects  of  contract  pricing  and 
the  time  at  which  the  contractor’s  failure 
to  utilize  Cost  Accounting  Standards  or 
to  follow  his  disclosed  practices  became 
known  to  the  government. 

(e)  The  contractor  and  the  Contract¬ 
ing  Officer  may  enter  into  an  agreement 
specifying  the  effect  that  a  government 
or  contractor  proposed  change  in  prac¬ 
tice  shall  be  deemed  to  have  on  costs  paid 
under  one  or  more  existing  contracts  for 
which  the  Contracting  Officer  is  respon¬ 
sible.  Such  agreement  may  be  made  final 
and  binding,  notwithstanding  the  fact 
that  experience  may  subsequently  estab¬ 
lish  that  actual  impact  of  the  change 
differed  from  that  agreed  to. 


(f )  To  facilitate  such  agreements  with 
a  contractor  who  may  have  a  large  num¬ 
ber  of  contracts  affected  by  a  proposed 
change  in  the  contractor’s  disclosed  cost 
accounting  practices,  contracting  agen¬ 
cies  are  urged  to  establish  procedures 
under  which  the  contractor  may  seek, 
and  in  proper  cases  obtain,  agreement 
with  a  single  official  concerning  the  im¬ 
pact  of  the  proposed  change  upon  all  such 
contracts  of  that  agency. 

(g)  In  one  circumstance  an  adjust¬ 
ment  to  the  contract  price  or  of  co6t 
allowances  may  not  be  required  when  an 
amendment  to  disclosed  practices  is  esti¬ 
mated  to  result  in  increased  costs  being 
paid  under  a  particular  contract  by  the 
United  States.  This  circumstance  may 
arise  when  a  contractor  is  performing 
two  or  more  defense  contracts  with  an 
agency  or  agencies  of  the  United  States, 
and  when  he  proposes  to  change  a  prac¬ 
tice  disclosed  for  all  such  contracts.  The 
amendment  may  increase  the  cost  paid 
under  one  or  more  of  the  contracts,  while 
decreasing  the  cost  paid  under  one  or 
more  of  the  contracts.  In  such  case,  the 
Government  will  not  require  price  ad¬ 
justment  for  any  increased  costs  paid  by 
the  United  States  so  long  as  the  costs 
decreased  under  one  or  more  contracts 
are  at  least  equal  to  the  increased  cost 
under  the  other  affected  contracts,  pro¬ 
vided  that  the  contractor  and  all  affected 
Contracting  Officers  agree  on  the  method 
by  which  the  price  adjustments  are  to  be 
made  for  all  affected  contracts.  In  this 
situation,  the  contracting  agencies  would, 
of  course,  require  an  adjustment  of  the 
contract  price  or  cost  allowances,  as 
appropriate,  to  the  extent  that  the  in¬ 
creases  under  certain  contracts  were  not 
offset  by  the  decreases  under  the  remain¬ 
ing  contracts. 

(h)  Where,  through  inadvertence,  the 
contractor  has  failed  to  utilize  applicable 
Cost  Accounting  Standards  or  to  follow 
his  disclosed  practices  and  has  not  noti¬ 
fied  his  contracting  officer  or  officers  of 
that  failure,  if  the  result  of  this  failure, 
once  it  is  identified,  is  to  increase  costs 
paid  under  one  or  more  contracts,  while 
decreasing  costs  paid  under  one  or  more 
contracts,  the  contracting  officer  or  offi¬ 
cers  of  the  agency  or  agencies  concerned 
may,  in  the  interest  of  administrative 
convenience,  adjust  the  contract  prices  or 
cost  allowances,  as  appropriate,  of  the 
affected  contracts  by  requiring  repay¬ 
ment  of  only  the  difference  between  the 
estimated  price  increases  and  the  esti¬ 
mated  price  decreases. 

§331.9  Effective  date. 

The  Disclosure  Statement  requirement 
at  §  331.4  (4  CFR  331.4)  shall  be  included 
in  all  applicable  solicitations  issued  on  or 
after  July  1,  1972,  and  all  resulting  con¬ 
tracts  shall  contain  the  contract  clause 
at  §  331.5  (4  CFR  331.5)  or  the  contract 
clause  at  §  331.6  (4  CFR  331.6) ,  as  appro¬ 
priate.  Relevant  Federal  agencies  shall 
notify  the  Cost  Accounting  Standards 
Board  not  later  than  June  T,  1972, 
of  the  action  taken  to  implement  this 
regulation. 


PART  351— BASIC  REQUIREMENTS 

Authority  :  The  provisions  of  this  Part  351 
are  issued  under  84  Stat.  796,  sec.  103;  50 
U.S.C.  App.  2168. 

§  351.1  [Reserved] 

§  351.2  Purpose. 

This  regulation  is  promulgated  pur¬ 
suant  to  section  719  of  the  Defense  Pro¬ 
duction  Act  of  1950,  as  amended  by  84 
Stat.  796  (Public  Law  91-379),  to  pro¬ 
vide  the  means  by  which  affected  persons 
can  satisfy  the  requirements  established 
by  that  law  for  disclosure  of  their  cost 
accounting  practices  and  to  promulgate 
the  Disclosure  Statement  form.  The 
regulation  also  sets  forth  the  administra¬ 
tive  procedures  to  be  followed  by  the  Cost 
Accounting  Standards  Board  and  rele¬ 
vant  Federal  agencies  in  connection  with 
such  disclosures. 

§  351.3  Definitions. 

A  “profit  center”  is  the  smallest  orga¬ 
nizationally  independent  segment  of  a 
company  which  has  been  charged  by 
management  with  profit  and  loss  respon¬ 
sibilities. 

§351.4  Filing  requirement. 

(a)  The  requirements  of  this  part  are 
applicable  to  all  defense  contractors  who 
enter  into  negotiated  national  defense 
contracts  with  the  United  States  in  ex¬ 
cess  of  $100,000  other  than  contracts 
where  the  price  negotiated  is  based  on: 
Established  catalog  or  market  prices  of 
commercial  items  sold  in  substantial 
quantities  to  the  general  public;  or  prices 
set  by  law  or  regulation.  A  separate  Dis¬ 
closure  Statement  covering  the  practices 
of  each  of  the  contractor’s  profit  centers, 
reporting  units,  divisions,  or  similar  orga¬ 
nizational  units  whose  costs  included  in 
the  total  price  of  any  contract  exceed 
$100,000  must  also  be  submitted,  except 
where  such  costs  are  based  on:  Estab¬ 
lished  catalog  or  market  prices  of  com¬ 
mercial  items  sold  in  substantial  quanti¬ 
ties  to  the  general  public;  or  prices  set  by 
law  or  regulation.  If  the  cost  accounting 
practices  under  contracts  are  identical 
for  more  than  one  organizational  unit, 
then  only  one  statement  need  be  sub¬ 
mitted  for  those  units,  but  each  such 
organizational  unit  must  be  identified. 

(b)  The  requirements  also  apply  to 
each  subcontractor  of  whatever  tier 
under  a  prime  contract  subject  to  these 
provisions  provided  the  subcontract 
would,  if  it  were  a  prime  contract  with 
the  United  States,  be  covered  by  the 
above  statement  of  applicability  for 
negotiated  national  defense  contracts. 

(c)  Every  contractor  and  subcontrac¬ 
tor  covered  by  this  subchapter  must  sub¬ 
mit  a  Disclosure  Statement  as  a  condi¬ 
tion  of  contracting.  In  order  to  minimize 
the  administrative  burdens  upon  con¬ 
tracting  agencies,  the  initial  requirement 
for  filing  is  a  tw'o-phased  requirement. 
Each  company  which  together  with  its 
subsidiaries  received  awards  of  negoti¬ 
ated  national  defense  contracts  including 
supplemental  awards  during  Federal  fis¬ 
cal  year  1971  (July  1,  1970  through  June 
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30,  1971)  totaling  more  than  $30  million 
must  submit  completed  Disclosure  State¬ 
ments  within  90  days  following  the  effec¬ 
tive  date  of  this  regulation.  All  other 
companies  required  to  submit  Disclosure 
Statements  must  do  so  not  later  than 
December  31,  1972.  Because  a  failure  to 
submit  an  adequate,  timely  Disclosure 
Statement  may  result  in  the  denial  of  a 
contract  or  subcontract  award,  relevant 
Federal  agencies  should  act  promptly  to 
assure  that  affected  companies  submit 
Disclosure  Statements  as  prescribed 
herein  at  the  earliest  possible  time. 

§351.5  Contract  awards. 

(a)  After  the  90th  day  following  the 
effective  date  of  this  regulation,  no  rele¬ 
vant  Federal  agency  shall  award  any  na¬ 
tional  defense  contract  subject  to  this 
regulation  to  any  contractor  who  during 
Federal  fiscal  year  1971  received  net 
awards  totaling  $30  million  or  more  un¬ 
less  such  contractor  has  submitted  a 
completed  Disclosure  Statement  as  re¬ 
quired  herein.  After  December  31,  1972, 
no  such  contract  shall  be  awarded  to  any 
contractor  unless  he  has  submitted  a 
completed  Disclosure  Statement  in  ac¬ 
cord  with  this  requirement.  As  set  forth 
in  the  contract  clause  at  §  331.5  of  this 
chapter,  4  CFR  331.5,  the  contracting 
officer  may,  in  certain  circumstances, 
authorize  post-award  submission,  not¬ 
withstanding  the  requirement  of  this 
section. 

(b)  No  subcontract  shall  be  awarded 
to  any  subcontractor  required  to  file  a 
Disclosure  Statement  pursuant  to  the 
filing  requirement  of  §351.4  unless  the 
subcontractor  has  satisfied  that  require¬ 
ment  by  submitting  such  statement  to 
the  Government  in  the  manner  pre¬ 
scribed  by  agency  regulations  and  agreed 
to  with  the  prime  contractor  under  whom 
the  subcontract  is  to  be  awarded. 

§  351.6  Forms. 

Disclosure  Statements  shall  contain 
complete  responses  to  the  items  set  forth 
in  §  351.14.  For  the  convenience  of  per¬ 
sons  required  to  submit  Disclosure  State¬ 
ments,  the  Cost  Accounting  Standards 
Board  has  devised  a  form,  Form  No. 
CASB-DS-1,  which  is  recommended  for 
use  in  submitting  Disclosure  Statements. 
Copies  of  the  form  may  be  requested  by 
relevant  Federal  agencies  for  distribu¬ 
tion  to  affected  contractors  and  subcon¬ 
tractors  from  the  Administrative  Officer 
of  the  Cost  Accounting  Standards  Board, 
441  G  Street  NW„  Washington,  DC  20548. 
If  for  any  reason,  copies  of  the  form 
cannot  be  obtained,  the  required  infor¬ 
mation  shall  be  supplied  in  a  form  sub¬ 
stantially  in  accord  with  the  arrange¬ 
ment  set  forth  in  §  351.14. 

§  351.7  Submission. 

Each  national  defense  contractor  shall 
submit  a  copy  of  each  Disclosure  State¬ 
ment,  and  any  amendments  thereto  in 
accordance  with  the  method  prescribed 
by  each  Federal  agency  for  which  the 
contractor  is  performing  or  proposes  to 
perform  contracts  subject  to  the  rules, 
regulations,  and  Standards  of  the  Cost 
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Accounting  Standards  Board.  Concur¬ 
rently,  a  copy  shall  also  be  submitted  to 
the  Cost  Accounting  Standards  Board. 
441  G  Street  NW„  Washington,  DC  20542. 

§  351.8  Incorporation  of  Disclosure 
Statements. 

Every  solicitation  subject  to  the  stand¬ 
ards,  rules,  and  regulations  of  the  Cost 
Accounting  Standards  Board  shall  con¬ 
tain  a  provision  allowing  the  contractor 
to  identify  and  incorporate  by  reference, 
a  Disclosure  Statement  already  on  file 
which  will  be  applicable  to  that  solici¬ 
tation.  Such  identification  and  incorpo¬ 
ration  shall  satisfy  the  requirement  for 
disclosure  as  a  condition  of  contracting. 
Agencies  may.  nonetheless,  require  sub¬ 
mission  of  additional  copies  of  such  Dis¬ 
closure  Statement  to  the  extent  deemed 
necessary. 

§  351.9  Adequacy  of  Disclosure  State- 
ments. 

Each  Federal  agency  shall  prescribe 
the  method  by  which  it  will  determine 
that  a  Disclosure  Statement  has  ade¬ 
quately  disclosed  the  practices  required 
to  be  disclosed  by  Cost  Accounting  Stand¬ 
ards  Board’s  standards,  rules,  and  regu¬ 
lations.  The  Disclosure  Statement  sub¬ 
mitted  to  the  Cost  Accounting  Standards 
Board  in  accord  with  §  351.7  is  for  evalu¬ 
ation  and  development  of  Board  pro¬ 
grams  only.  Consequently,  such  submis¬ 
sion  to  the  Board  does  not  satisfy  the 
requirement  for  disclosure  as  a  condition 
of  contracting,  nor  does  any  action  by 
the  Board  with  respect  to  such  statement 
constitute  a  finding  of  any  kind  regard¬ 
ing  the  adequacy  of  the  statement  as 
submitted. 

§  351.10  Effect  of  filing  Disclosure 
Statement. 

Unless  the  Federal  agency  involved 
provides  otherwise  either  by  regulation 
or  by  specific  notice  to  the  contractor 
involved,  a  Disclosure  Statement  sub¬ 
mitted  to  the  agency  or  incorporated  by 
reference  shall  be  presumed  adequate  to 
meet  the  requirement  that  disclosure  be 
made  as  a  condition  of  contracting.  The 
fact  that  the  condition  of  contracting  has 
been  met  shall  serve  only  to  establish 
what  the  contractor’s  cost  accounting 
practices  are  or  are  proposed  to  be.  In  the 
absence  of  specific  regulation  or  agree¬ 
ment,  a  disclosed  practice  shall  not,  by 
virtue  of  such  disclosure,  be  deemed  to 
have  been  approved  by  the  agency  in¬ 
volved,  as  a  proper,  approved,  or  agreed 
practice  for  pricing  proposals  or  accumu¬ 
lating  and  reporting  contract  perform¬ 
ance  cost  data. 

§351.11  Early  filing. 

In  order  to  permit  orderly  processing 
of  Disclosure  Statements,  all  prospective 
contractors  and  subcontractors  are  urged 
to  submit  Disclosure  Statements  as  soon 
as  possible.  Notwithstanding  such  early 
filings,  contractors  will  be  bound  to  ad¬ 
here  to  disclosed  practices  only  with  re¬ 
spect  to  contracts  entered  into  after  the 
last  day  of  the  period  during  which  an 
affected  contractor  is  required  to  submit 
his  initial  filing  under  §  351.4. 
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§  351.12  Amendment  of  Disclosure 
Statement. 

(a)  Disclosure  Statement  amendments 
may  be  submitted  at  any  time.  Nothing 
contained  in  this  regulation  shall  be  con¬ 
strued  to  prohibit  a  contracting  officer 
and  a  contractor  from  entering  into  an 
agreement  specifying  the  effect  that  a 
Government  or  contractor  proposed 
change  in  practice  shall  be  deemed  to 
have  on  costs  paid  under  one  or  more 
existing  contracts  for  which  the  con¬ 
tracting  officer  is  responsible.  Such  agree¬ 
ment  may  be  made  final  and  binding, 
notwithstanding  the  fact  that  experience 
may  subsequently  establish  that  actual 
impact  of  the  change  differed  from  that 
agreed  to. 

(b)  If  an  amendment  involves  a 
change  in  accounting  practices  which  re¬ 
sults  in  any  increased  costs  being  paid 
by  the  Government  under  any  negotiated 
national  defense  contract  awarded  to  the 
contractor  prior  to  the  amendment,  and 
the  parties  have  not  reached  agreement 
on  an  appropriate  contract  amendment, 
the  Government  shall  be  entitled  to  re¬ 
cover  the  increased  costs  together  with 
interest  as  provided  in  the  contract  clause 
titled  Cost  Accounting  Standards,  set 
out  in  §  331.5  of  this  chapter. 

(c)  Pending  and  future  awards  to  a 
contractor  who  has  amended  his  Disclo¬ 
sure  Statement  shall  be  subject  to  the 
amended  statement  to  the  extent  the 
contractor  incorporates  such  amendment 
into  the  identification  of  applicable  Dis¬ 
closure  Statement  submitted  in  accord 
with  §  331.4  of  this  chapter. 

<d)  Amendments  shall  be  submitted  to 
the  same  offices,  including  the  Cost  Ac¬ 
counting  Standards  Board,  to  which  sub¬ 
mission  would  have  to  be  made  were  an 
original  Disclosure  Statement  being  filed. 
If  fewer  than  five  of  the  60  items  on  the 
Disclosure  Statement  are  changed,  a  let¬ 
ter  notice  precisely  identifying  the  Dis¬ 
closure  Statement,  the  specific  items 
being  amended,  and  the  nature  of  the 
changes  will  suffice.  If  five  or  more  items 
are  changed,  the  entire  Disclosure  State¬ 
ment  shall  be  resubmitted.  Resubmitted 
Disclosure  Statements  must  be  accom¬ 
panied  by  a  notation  specifying  the  items 
which  have  been  changed  and  the  nature 
of  the  change. 

(e)  Any  change  in  disclosed  practices 
made  after  proposal  but  prior  to  award 
will  be  treated  in  the  same  manner  as  an 
amendment  to  a  proposal,  if  notice  of 
the  change  reaches  the  Government 
prior  to  award. 

§  351.13  Instructions  and  information. 

The  following  instructions  and  infor¬ 
mation  shall  be  used  by  persons  com¬ 
pleting  Disclosure  Statements. 

Instructions  and  Information 

(a)  This  Disclosure  Statement  has  been 
designed  to  meet  the  requirements  of  Public 
Law  91-379,  and  pemons  completing  It  are 
to  describe  their  contract  cost  accounting 
practices.  A  separate  Disclosure  Statement 
covering  the  practices  of  each  of  the  con¬ 
tractor’s  profit  centers,  reporting  units,  di¬ 
visions,  or  similar  organizational  units,  whose 
costs  included  In  the  total  price  of  any  con¬ 
tract  exceed  $100,000  must  also  be  completed. 
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except  where  such  costs  are  based  on  (1) 
established  catalog  or  market  prices  of  com¬ 
mercial  items  sold  in  substantial  quantities 
to  the  general  public,  or  (2)  prices  set  by 
law  or  regulation.  If  the  cost  accounting 
practices  under  contracts  are  Identical  for 
more  than  one  organizational  unit,  then  only 
one  statement  need  be  submitted  for  those 
units,  but  each  such  organizational  unit 
must  be  identified. 

(b)  The  statement  must  be  signed  by  an 
authorized  signatory  of  the  reporting  unit. 

(c)  The  disclosure  of  a  cost  accounting 
practice  by  a  contractor  does  not  determine 
the  allowability  of  particular  items  of  cost. 
Irrespective  of  the  practices  disclosed  by  a 
contractor,  the  question  of  whether  or  not, 
or  the  extent  to  which,  a  specific  element  of 
cost  is  allowed  under  a  contract  remains  for 
consideration  in  each  specific  instance.  Con¬ 
tractors  are  cautioned  that  the  determination 
of  the  allowability  of  cost  Items  will  remain 
a  responsibility  of  the  contracting  officers 
pursuant  to  the  provisions  of  the  applicable 
procurement  regulations. 

(d)  Unless  the  Federal  agency  involved 
provides  otherwise,  either  by  regulation  or 
by  specific  notice  to  the  contractor  involved, 
a  Disclosure  Statement  suomitted  to  the 
agency  or  incorporated  by  reference  should 
be  presumed  adequate  to  meet  the  require¬ 
ment  that  disclosure  be  made  as  a  condition 
of  contracting.  In  the  absence  of  specific 
regulation  or  agreement,  a  disclosed  practice 
should  not,  by  virtue  of  such  disclosure,  be 
deemed  to  have  been  approved  by  the  agency 
Involved  as  a  proper,  approved,  or  agreed 
practice  for  pricing  proposals  or  accumulat¬ 
ing  and  reporting  contract  performance  cost 
data. 

(e)  The  individual  Disclosure  Statement 
may  be  used  in  audits  of  contracts  or  in 
negotiation  of  prices  leading  to  contracts. 
The  authority  of  the  audit  agencies  and  the 
contracting  officers  is  in  no  way  abrogated 
by  the  material  presented  by  the  contractor 
in  his  Disclosure  Statement.  Contractors  are 
cautioned  that  their  disclosures  in  response 
to  the  questions  herein  must  be  complete 
and  accurate;  the  practices  disclosed  may 
have  a  significant  impact  on  ways  in  which 
contractors  will  be  required  to  comply  with 
Cost  Accounting  Standards. 

(f)  This  Disclosure  Statement  should  be 
answered  by  checking  the  approriate  box  or 
inserting  the  applicable  code  letter  which 
most  nearly  describes  the  reporting  unit's 
cost  accounting  practices.  Part  I  of  the  state¬ 
ment  asks  for  general  information  concerning 
the  reporting  unit,  while  Parts  II  through 
VII  deal  with  the  cost  accounting  practices 
of  the  reporting  unit.  Part  VIII  covers  Cor¬ 
porate  and  Group  (Intermediate)  Offices. 
Part  VIII  should  be  completed  by  each  such 
office,  and  care  should  be  taken  to  insure 
proper  identification  of  such  offices  on  the 
cover  of  the  Disclosure  Statement.  In  short, 
while  a  corporation  may  have  more  than  one 
reporting  unit  submitting  Disclosure  State¬ 
ments,  only  one  statement  need  be  submitted 
to  oover  the  Corporate  or  Group  Office 
operations. 

(g)  A  number  of  questions  in  this  state¬ 
ment  may  need  narrative  answers  requiring 
more  space  than  Is  provided.  In  such  in¬ 


stances,  the  reporting  unit  should  use  the 
continuation  sheets  provided.  The  number  of 
the  question  involved  should  be  indicated 
and  the  same  coding  required  to  answer  the 
questions  in  the  statement  should  be  used 
in  presenting  the  answer  in  the  continuation 
sheet.  The  reporting  unit  should  indicate  on 
the  last  continuation  sheet  used,  the  number 
of  such  sheets  that  were  used. 

(h)  Contractors  to  whom  Public  Law  91- 
379  is  applicable  are  required  to  follow  con¬ 
sistently  their  disclosed  practices  in  pricing 
contract  proposals  and  in  accumulating  and 
reporting  contract  performance  cost  data. 
If  deviation  from  disclosed  practices  results 
in  increased  costs  being  paid  by  the  Govern¬ 
ment,  contractors  will  be  required  to  repay 
to  the  Government  the  amount  of  the  in¬ 
creased  costs  together  with  Interest  charges. 

(i)  Public  Law  91-379  contains  an  access  to 
records  clause,  section  719(J)  of  the  law 
states: 


"For  the  purpose  of  determining  whether  a 
defense  contractor  or  subcontractor  has  com¬ 
plied  with  duly  promulgated  cost  accounting 
standards  and  has  followed  consistently  his 
disclosed  cost  accounting  practices,  any  au¬ 
thorized  representative  of  the  head  of  the 
agency  concerned,  of  the  Board,  or  of  the 
Comptroller  General  of  the  United  States 
shall  have  the  right  to  examine  and  make 
copies  of  any  documents,  papers,  or  records 
of  such  contractor  or  subcontractor  relating 
to  compliance  with  such  cost  accounting 
standards  and  principles.” 

(j)  (Reserved) 

§351.14  Disclosure  statement. 

The  data  which  are  required  to  be  dis¬ 
closed  are  set  forth  in  detail  in  the  pro¬ 
posed  Disclosure  Statement  Form  CASB- 
DS-1  issued  by  the  Cost  Accounting 
Standards  Board  and  set  forth  herein. 


COST  ACCOUNTING  STANDARDS  ' BOARD 
5351.14  DISCLOSURE  STATELENT 

'REQUIRED  BY  PUBLIC  LAW  91-379  . 


COVER  SHEET  AND'  CERTIFICATION 


Company  or  reporting 
unit  name 

Division  or  subsidiary  of 
(if  applicable) 

Street  address, 
city,  state,  2ip  code 


Name,  title  and  phone 
number  of  official  to 
be  contacted  concerning 
this  Statement 

Date  of  this  Statement 

Date  of  your  most  recent 
prior  Statement,  or 
amendments  thereto 


CERTIFICATION 

I  certify  that  to  the  best  of  ny  knowledge  and  belief  this  Statement  is* 
the  complete. and  accurate  disclosure  as  of  the  date  hereof  by  the  abovh-named 
organization  of  its  cost  accounting  practices,'  as  required  by  the  Disclosure 
Regulation  of  the  Cost  Accounting  Standards  Board  under  SO  U.S.C.  App.  2168, 
Public  Law  91-379,  (4  C.F.R,  351).  ^  * 


(Date) 


(Name) 


(Title) 


-  THE  PENALTY  FOR  MAKING  A  FALSE  STATEMENT  IN 
THIS  DISCLOSURE  IS  PRESCRIBED  Ill  18  U.S.C.  1001 
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and  subcontracts.  ‘"Annual  Total  Sales"  includes  intracorporate  transactions. 
Estimates  are  permitted  for  Items  4  through  8. 
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Appendix 

PRINCIPAL  PRODUCT  OR  SERVICE  CODE 

(For  Item  3  of  the  Disclosure  Statement) 

The  codes  and  classification  descriptions  in 
this  pamphlet  have  been  selected  from  the 
Standard  Industrial  Classification  Manual. 
1967,  Executive  Office  of  the  President  (Bu¬ 
reau  of  the  Budget),  which  is  used  by  U.S. 
Government  agencies  to  classify  establish¬ 
ment  data  by  industry. 

For  the  most  part,  only  thcee  industries 
which  account  for  a  major  portion  of  defense 
contracting  are  specifically  identified  to  a 
significant  4-digit  level,  that  is,  a  code 
whose  last  two  digits  are  each  greater 
than  zero.  Where  the  specific  industries 
are  not  relatively  large  in  defense  contract¬ 
ing  terms,  either  a  group  code  (ending  in 
zero)  or  a  major  group  code  (ending  in  two 
zeros)  is  used.  An  exception  to  this  rule  is 
made  when  only  one  specific  industry  is  as¬ 
signable  to  a  group,  e.g.,  Metal  Cases,  Code 
3411,  is  used  because  it  is  the  only  industry 
in  Group  3410.  One  other  exception  applies 
to  the  group  code  rule:  When  a  specific  in¬ 
dustry  code  is  used  and  the  group  has  two 
or  more  specific  industries,  the  remaining 
industry  codes  within  the  group  are  con¬ 
solidated  into  a  group  code  ending  in  zero, 
e  g.,  Industrial  Gases,  is  separately  identified 
as  Code  2813  and  the  remaining  industries  in 


the  group  are  consolidated  into  a  Group  Code 
2810  for  all  other  Industrial  organic  and  in¬ 
organic  chemicals. 

To  obtain  the  appropriate  code  for  entry  in 
Item  3  of  the  Disclosure  Statement,  each  re¬ 
porting  organization  should  first  examine  the 
list  of  major-group  descriptions  below  to  de¬ 
termine  which  apply  to  the  organization's 
products  or  services.  Second,  the  specific 
codes  and  descriptions  for  the  major  group  or 
groups  should  be  reviewed  to  select  the  one 
code  that  most  nearly  identifies  the  product 
or  service  which  accounted  for  most  of  the 
organization’s  sales  or  shipments  in  the  base 
fiscal  year  used  for  the  Disclosure  Statement. 

If  research  and  development  or  modifica¬ 
tion  and  overhaul  is  associated  with  a  prod¬ 
uct,  use  a  specific  manufactured  product  code 
(Codes  1911  through  3900)  rather  than  a 
service  code.  For  example,  development  work 
associated  with  aircraft  should  be  coded  3721 
(aircraft)  rather  than  7391  (commercial  re¬ 
search  and  development  laboratories). 

Following  are  the  major  groups  whose  codes 
and  descriptions  are  included  in  this 
pamphlet : 

l — Manufactured  Products 

19  Ordnance  and  Accessories. 

20  Food  and  Kindred  Products. 

21  Tobacco  Manufactures. 

22  Textile  Mill  Products. 

23  Apparel. 


24  Lumber  and  Wood  Products,  Except  Fur¬ 

niture. 

25  Furniture  and  Fixtures. 

26  Paper  and  Allied  Products. 

27  Printing,  Publishing  and  Allied  Indus¬ 

tries. 

28  Chemicals  and  Allied  Products. 

29  Petroleum  Refining. 

30  Rubber  and  Miscellaneous  Plastic  Prod¬ 

ucts. 

31  Leather  and  Leather  Products. 

32  Stone,  Clay,  Glass  and  Concrete  Products. 

33  Primary  Metal  Industries. 

34  Fabricated  Metal  Products,  Except 

Ordnance  Machinery  and  Transporta¬ 
tion  Equipment. 

35  Machinery,  Except  Electrical. 

36  Electrical  Machinery,  Equipment  and 

Supplies. 

37  Transportation  Equipment. 

38  Professional,  Scientific  and  Controlling 

Instruments;  Photographic  and  Optical 

Goods;  Watches  and  Clocks. 

39  Miscellaneous  Manufactures. 

II — Construction  and  Services 

16  Building  Construction. 

16  Construction,  Other  than  Building  Con¬ 

struction. 

17  Construction,  Special  Trade  Contractors. 

40  Railroad  Transportation. 

42  Motor  Freight  Transportation  and  Ware¬ 
housing. 

44  Water  Transportation. 

45  Transportation  by  Air. 

47  Transportation  Services. 

48  Communication. 

73  Miscellaneous  Business  Services. 

80  Medical  and  Other  Health  Services. 

82  Educational  Services. 

PRINCIPAL  PRODUCT  OR  SERVICE  CODE 
Section  I — Manufactured  Products 

Code  Description 

19.  ORDNANCE  AND  ACCESSORIES 

1911  Guns,  Howitzers,  Mortars  and  Related 
Equipment.  Artillery  having  a  bore 
over  30  mm.  or  over  1.18  inches, 
and  components. 

1925  Guided  Missiles  and  Space  Vehicles. 

Completely  assembled  guided  mis¬ 
siles  and  space  vehicles.  Excludes 
guided  missies  and  space  vehicle 
engines  and  engine  parts  (Code 
3722);  ground  and  airborne  guid¬ 
ance,  checkout  and  launch  elec¬ 
tronic  systems  and  components 
(Code  3662);  and  guided  missile 
and  space  vehicle  airframes,  nose 
cones,  and  space  capsules  (Code 
3729). 

1929  Ammunition.  Except  for  Small  Arms. 

Ammunition  over  30  mm.  or  1.18 
inches,  and  also  bombs,  mines,  tor¬ 
pedoes,  grenades,  depth  charges, 
chemical  warfare  projectiles,  and 
component  parts.  Excludes  explosives 
(Code  2892). 

1931  Tanks  and  Tank  Components.  Com¬ 
plete  tanks  and  specialized  com¬ 
ponents  for  tanks.  Excludes  military 
vehicles  other  than  tanks  (Code 
3711)  and  tank  engines  (Code  3519). 

1941  Sighting  and  Fire  Control  Equipment. 

Includes  bomb  sights,  percentage 
correctors,  wind  correctors,  directors, 
and  sound  locators.  Excludes  com¬ 
puters  and  computer  systems  (Code 
3573). 

1951  Small  Arms.  Small  firearms  having  a 
bore  30  mm.  or  1.18  inches  and  below, 
and  parts  for  small  firearms.  Includes 
certain  weapons  over  30  mm.  which 
are  carried  and  employed  by  the  in¬ 
dividual,  such  as  grenade  launchers 
and  heavy  field  machine  guns. 

1961  Small  Arms  Ammunition.  Ammunition 
for  small  arms  as  defined  in  Code 
1951. 
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1999  Ordnance  and  Accessories,  Not  Else¬ 

where  Classified.  Examples  include 
dame  throwers,  Y-guns,  and  smoke 
generators. 

20.  FOOD  AND  KINDRED  PRODUCTS 

2000  Foods  and  beverages  for  human  con¬ 

sumption,  and  certain  related  prod¬ 
ucts,  such  as  manufactured  ice, 
chewing  gum,  and  prepared  feeds  for 
animals. 

21.  TOBACCO  MANUFACTURES 

2100  Cigarettes,  cigars,  smoking  and  chew¬ 
ing  tobacco,  and  snuff. 

22.  TEXTILE  MILL  PRODUCTS 

2200  Includes  any  of  the  following:  (1) 
Yarn,  thread,  braids,  twine,  and  cord¬ 
age;  (2)  broad  woven  fabric,  narrow 
woven  fabric,  knit  fabric,  and  carpets 
and  rugs  from  yarn;  (3)  dyeing  and 
finishing  dber,  yarn,  fabric  and  knit 
apparel;  (4)  coating,  waterproofing, 
or  otherwise  treating  fabric;  (5)  the 
integrated  manufacture  of  knit  ap¬ 
parel  and  other  finished  articles  from 
yarn;  and  (6)  the  manufacture  of 
felt  goods,  lace  goods,  bonded-fiber 
fabrics,  and  miscellaneous  textiles. 

23.  APPAREL 

2300  Clothing  and  other  finished  products 
fabricated  by  cutting  and  sewing 
purchased  or  Government-furnished 
textile  fabrics  and  related  materials, 
such  as  leather,  rubberized  fabrics, 
plastics,  and  furs. 

24.  LUMBER  AND  WOOD  PRODUCTS,  EXCEPT 
FURNITURE 

2400  Poles,  timber  and  pulpwood,  sawmill 
and  planning  mill  products,  flooring, 
cooperage,  mlllwork,  plywood,  pre¬ 
fabricated  buildings,  and  wooden 
containers. 

25.  FURNITURE  AND  FIXTURES 

2500  Household,  office,  public  building  and 
restaurant  furniture,  and  office  and 
store  fixtures. 

26.  PAPER  AND  ALLIED  PRODUCTS 

2600  Pulps  from  rags  and  from  wood  and 
other  cellulose  fibers;  paper  and 
paperboard  including  building  paper 
and  building  board,  paper  bags, 
boxes  and  envelopes. 

2T.  PRINTING,  PUBLISHING  AND  ALLIED 
INDUSTRIES 

2700  Printing,  such  as  by  letterpress,  lithog¬ 
raphy,  gravure  or  screen;  book¬ 
binding,  typesetting,  engraving,  and 
electrotyping;  and  newspaper,  peri¬ 
odical,  and  book  publishing. 

26.  CHEMICALS  AND  ALLIED  PRODUCTS 

2813  Industrial  Gases.  Gases  in  compressed 
liquid,  and  solid  forms.  Excludes 
fluorine  and  ammonia  (Code  2810). 

2810  Industrial  Organic,  Inorganic  Chemi¬ 
cals,  Except  Industrial  Gases. 

2820  Plastic  Materials  and  Synthetic  Resins. 

Synthetic  Rubber,  Synthetic  and 
Other  Man-Made  Fibers,  Except 
Glass  Fibers. 

2830  Drugs  and  Pharmaceuticals. 

2840  Soaps,  Detergents  and  Cleaning  Prep¬ 
arations. 

2850  Paints,  Varnishes,  Lacquers  and 
Enamels. 

2860  Agricultural  Chemicals.  Fertilizers  and 
pesticides. 

2892  Explosives. 

2890  Chemicals,  Not  Elsewhere  Classified. 
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29.  PETROLEUM  REFINING 

2900  Petroleum,  paving  and  roofing  mate¬ 
rials  (asphalt  and  tar) ,  and  lubricat¬ 
ing  oils  and  greases. 

30.  RUBBER  AND  MISCELLANEOUS  PLASTIC 
PRODUCTS 

3000  Products  from  natural,  synthetic  or 
reclaimed  rubber;  and  miscellaneous 
finished  plastic  products. 

31.  LEATHER  AND  LEATHER  PRODUCTS 

3100  Includes  finished  leather  and  artificial 
leather  products,  and  also  the  tan¬ 
ning,  currying  and  finishing  of  hides 
and  skins. 

32.  STONE,  CLAY,  GLASS  AND  CONCRETE 
PRODUCTS 

3200  Flat  glass  and  other  glass  products, 
cement,  structural  clay  products, 
pottery,  concrete,  and  gypsum  prod¬ 
ucts,  cut  stone,  abrasive  and  asbestos 
products. 

33.  PRIMARY  METAL  INDUSTRIES 

3310  Products  of  Blast  Furnaces,  Steel 
Works  and  Rolling  and  Finishing 
Mills. 

3320  Iron  and  Steel  Foundry  Products. 

3330  Primary  Smelting  and  Refining  of 
Nonferrous  Metals. 

3340  Secondary  Smelting  and  Refining  of 
Nonferrous  Metals. 

3350  Rolling,  Drawing,  and  Extruding  of 
Nonferrous  Metals. 

3360  Nonferrous  Foundry  Products. 

3390  Miscellaneous  Primary  Metal  Products. 

Iron,  steel  and  nonferrous  forgings, 
and  primary  metal  products,  not 
elsewhere  classified. 

34.  FABRICATED  METAL  PRODUCTS,  EXCEPT  ORD¬ 
NANCE,  MACHINERY,  AND  TRANSPORTATION 
EQUIPMENT 

3411  Metal  cans. 

3420  Cutlery,  Hand  Tools  and  General  Hard¬ 
ware. 

3430  Heating  Apparatus  ( Except  Electrical) 
and  Plumbing  Fixtures. 

3440  Fabricated  Structural  Metal  Products. 

3450  Screw  Machine  Products  and  Bolts, 
Nuts,  Screws,  Rivets,  and  Washers. 

3461  Metal  Stampings. 

3470  Coating,  Engraving,  and  Allied  Serv¬ 
ices. 

3481  Miscellaneous  Fabricated  Wire  Prod¬ 
ucts. 

3490  Miscellaneous  Fabricated  Metal  Prod¬ 
ucts.  Barrels,  drums,  kegs,  and  pails; 
safes  and  vaults;  steel  springs;  valves 
and  pipe  fittings,  except  brass  goods 
and  other  fabricated  metal  products, 
not  elsewhere  classified. 

35.  MACHINERY,  EXCEPT  ELECTRICAL 

3510  Engines  and  Turbines.  Steam  engines; 

steam,  gas,  and  hydraulic  turbines; 
steam,  gas,  and  hydraulic  turbine 
generator  set  units;  and  internal 
combustion  engines  not  elsewhere 
classified.  Excludes  aircraft  and 
rocket  engines  (Code  3722)  and 
automotive  engines  (Code  3714). 

3522  Farm  Machinery  and  Equipment. 

3531  Construction  Machinery  and  Equip¬ 

ment.  Includes  heavy  machinery  and 
equipment,  such  as  bulldozers,  con¬ 
crete  mixers,  cranes,  dredging  ma¬ 
chinery,  pavers,  and  power  shovels. 

3532  Mining  Machinery  and  Equipment. 

3533  Oil  Field  Machinery  and  Equipment. 

3534  Elevators  and  Moving  Stairways. 

3635  Conveyors  and  Conveying  Equipment 

3536  Hoists,  Industrial  Cranes  and  Mono- 

rail  Systems. 
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3537  Industrial  Trucks,  Tractors,  Trailers 
and  Stackers. 

3540  Metalworking  Machinery  and  Equip¬ 
ment. 

3550  Special  Industry  Machinery,  Except 
Metalworking. 

3560  General  Industrial  Machinery  and 
Equipment. 

3573  Electronic  Computing  Equipment.  In¬ 
cludes  general  purpose  electronic 
analog  computers  as  well  as  elec¬ 
tronic  digital  computers.  The  elec¬ 
tronic  computers  may  be  used  for 
data  processing  or  may  be  incorpo¬ 
rated  as  components  into  control 
equipment  for  Industrial  use,  and 
as  components  of  equipment  used 
in  weapons  and  weapons  systems, 
space  and  oceanographic  exploration, 
transportation  and  other  systems. 
Electronic  computer  systems  contain 
high  speed  arithmetic  and  program 
control  units,  on-line  information 
storage  devices  and  Input/output 
equipment.  Examples  of  input/out¬ 
put  equipment  are  converters  (card 
and/or  tape),  readers  and  printers. 
Examples  of  storage  devices  are 
magnetic  drums  and  disks,  magnetic 
cores  and  magnetic  film  memories. 

3570  Office,  Computing  and  Accounting 
Machines,  Except  Electronic  Com¬ 
puting  Equipment  (Code  3573). 

3580  Service  Industry  Machines. 

3599  Miscellaneous  Machinery,  Except  Elec¬ 
trical . 

36.  ELECTRICAL  MACHINERY,  EQUIPMENT  AND 
SUPPLIES 

3611  Electric  Measuring  Instruments  and 

Test  Equipment.  Pocket,  portable, 
panel-board,  and  graphic  recording 
instruments  for  measuring  electric¬ 
ity,  such  as  voltmeters,  ammeters, 
watt  meters,  watt-hour  meters, 
demand  meters,  and  other  meters 
and  indicating  Instruments.  Also 
includes  analyzers  for  testing  the 
electrical  characteristics  of  internal 
combustion  engines  and  radio 
apparatus. 

3612  Poicer,  Distribution,  and  Specialty 

Transformers.  Excludes  radio  fre¬ 
quency  or  voice  frequency  trans¬ 
formers,  coils  or  chokes  (Code  3679) . 

3613  Switchgear  and  Switchboard  Appa¬ 

ratus. 

3621  Motors  and  Generators.  Electric  motors 

(except  starting  motors)  and  power 
generators;  motor  generators  sets; 
railway  motors  and  control  equip¬ 
ment;  and  motors,  generators,  and 
control  equipment  for  gasoline,  elec¬ 
tric,  and  oil  electric  busses  and 
trucks. 

3622  Industrial  Controls.  Motor  starters 

and  controllers,  control  accessories, 
electronic  controls  and  other  indus¬ 
trial  controls.  Excludes  automatic 
temperature  controls  (Code  3822). 

3620  Electrical  Industrial  Apparatus,  Except 
Motors  and  Generators  ( Code  362 1) 
and  Industrial  Controls  ( Code  3622) . 

3630  Household  Appliances. 

3640  Electric  Lighting  and  Wiring  Equip¬ 
ment. 

3651  Radio  and  Television  Receiving  Sets, 

Except  Communication  Types.  Elec¬ 
tronic  equipment  for  home  enter¬ 
tainment.  Includes  public  address 
systems,  and  music  distribution  ap¬ 
paratus  except  records. 

3652  Phonograph  Records. 

3661  Telephone  and  Telegraph  Apparatus. 
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3663  Radio  and  Television  Transmitting, 
Signaling,  and  Detection  Equipment 
and  Apparatus.  Radio  and  television 
broadcasting  equipment;  electric 
communication  equipment  and 
parts,  except  telephone  and  tele¬ 
graph;  electronic  field  detection  ap¬ 
paratus,  light  and  heat  emission 
operating  apparatus,  object  detec¬ 
tion  apparatus  and  navigational 
electronic  equipment,  and  aircraft 
and  missile  control  systems;  and 
high  energy  particle  accelerator  sys¬ 
tems  and  equipment  designed  and 
sold  as  a  complete  package  for  radia¬ 
tion  therapy,  irradiation,  radio- 
graphic  inspection,  and  research 
(linear  accelerators,  betatrons,  dy- 
namotrons,  Vandergraff  generators, 
resonant  transformers,  insulating 
core  transformers,  etc.) ;  high  energy 
particle  electronic  equipment  and 
accessories  sold  separately  for  the 
construction  of  linear  accelerators, 
cyclotrons,  synchrotrons,  and  other 
high  energy  research  installations 
( transmitters/modulators,  accelerat¬ 
ing  waveguide  structures,  pulsed 
electron  guns,  vacuum  systems, 
cooling  systems,  etc.) ;  other  electric 
and  electronic  communication  and 
signaling  products,  not  elsewhere 
classified.  Excludes  transmitting 
tubes  (Code  3673). 

8671  Radio  and  Television  Receiving  Type 
Electron  Tubes  Except  Cathode  Ray. 

3672  Cathode  Ray  Picture  Tubes. 

8673  Transmitting,  Industrial,  and  Special 
Purpose  Electron  Tubes. 

3674  Semiconductors  and  Related  Devices. 

Semiconductor  and  related  solid 
state  devices,  such  as  semiconductor 
diodes  and  stacks.  Including  recti¬ 
fiers,  integrated  microcircuits  (semi¬ 
conductor  networks) ,  transistors, 
solar  cells,  and  light  sensitive  semi¬ 
conductor  (solid  state)  devices. 

3679  Electronic  Components  and  Acces¬ 
sories,  Not  Elsewhere  Classified. 
Establishments  primarily  engaged 
in  manufacturing  specialty  resistors 
for  electronic  end  products;  induc¬ 
tors,  transformers,  and  capacitors 
and  other  electronic  components, 
not  elsewhere  classified. 

8690  Miscellaneous  Electrical  Machinery, 
Equipment,  and  Supplies.  Includes 
storage  and  primary  batteries.  X-ray 
apparatus,  electrical  equipment  for 
internal  combustion  engines  and 
miscellaneous  electrical  machinery, 
equipment  and  supplies,  not  else¬ 
where  classified. 

37.  TRANSPORTATION  EQUIPMENT 

371.1  Motor  Vehicles.  Complete  passenger 
automobiles,  trucks,  commercial  cars 
and  buses,  and  special  purpose 
motor  vehicles. 

3714  Motor  Vehicle  Parts  and  Accessories. 

3715  Truck  Trailers  (Full). 

3721  Aircraft.  Complete  aircraft.  Also  in¬ 

cludes  factory  type  modification  and 
overhaul  of  aircraft. 

3722  Aircraft  Engines  and  Engine  Parts. 

3723  A.rcraft  Propellers  and  Propeller  Parts. 

3729  Aircraft  Parts  and  Auxiliary  Equip¬ 
ment,  Not  Elsewhere  Classified. 

3731  Ship  Building  and  Repairing.  Ships, 

barges,  and  lighters,  whether  pro¬ 
pelled  by  sail  or  motor  power,  or 
towed  by  other  craft.  Also  includes 
the  conversion  and  alteration  of 
ships. 

3732  Boat  Building  and  Repairing. 

3740  Railroad  Equipment. 

3750  Motorcycles,  Bicycles  and  Parts. 

3790  Miscellaneous  Transportation  Equip¬ 
ment. 
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38.  PROFESSIONAL,  SCIENTIFIC,  AND  CONTROL¬ 
LING  instruments:  photographic  and  opti¬ 
cal  goods;  watches  and  clocks 

3811  Engineering,  Laboratory,  and  Scien¬ 
tific  and  Research  Instruments  and 
Associated  Equipment.  Laboratory, 
scientific,  and  engineering  instru¬ 
ments  such  as  nautical,  naviga¬ 
tional,  aeronautical,  surveying, 
drafting,  and  instruments  for  lab¬ 
oratory  work  and  scientific  research 
(except  optical  instruments  Code 
3831). 

3821  Mechanical  Measuring  and  Control¬ 

ling  Instruments,  Except  Automatic 
Temperature  Controls. 

3822  Automatic  Temperature  Controls.  Au¬ 

tomatic  temperature  controls  acti¬ 
vated  by  pressure,  temperature, 
level,  flow,  time,  or  humidity  (in¬ 
cluding  pneumatic  controls)  of  the 
type  principally  used  as  components 
of  air  conditioning,  refrigeration, 
and  comfort  heating,  or  as  compo¬ 
nents  of  household  appliances.  Ex¬ 
cludes  industrial  electric  controls 
(Code  3620). 

3831  Optical  Instruments  and  Lenses.  Opti¬ 
cal  lenses  and  prisms,  and  optical 
instruments  such  as  microscopes, 
telescopes,  field  and  opera  glasses; 
and  optical  measuring  and  testing 
instruments  such  as  refractometers, 
spectrometers,  spectroscopes,  color¬ 
imeters,  polariscopes. 

3840  Surgical,  Medical,  and  Dental  Instru¬ 
ments  and  Supplies. 

3851  Ophthalmic  Goods. 

3861  Photographic  Equipment  and  Supplies. 

Photographic  apparatus,  equipment, 
parts,  attachments,  and  accessories, 
such  as  still  and  motion  picture 
cameras  and  projection  apparatus; 
photocopy  and  microfilm  equipment; 
blueprinting  and  diazotype  (white 
printing)  apparatus  and  equip¬ 
ment;  and  other  photographic 
equipment;  and  sensitized  film, 
paper,  cloth,  and  plates,  and  pre¬ 
pared  photographic  chemicals  for 
use  therewith. 

3871  Watches,  Clocks,  Clockwork  Operated 
Devices,  and  Parts  Except  Watch- 
cases.  Clocks  (including  electric), 
watches,  mechanisms  for  clockwork 
operated  devices,  and  clock  and 
watch  parts. 

39.  MISCELLANEOUS  MANUFACTURERS 

3900  Manufacture  of  products  not  classi¬ 
fied  in  any  other  major  manufac¬ 
turing  groups,  l.e.,  from  Code  1911 
through  3871.  Includes  Jewelry,  sil¬ 
verware,  musical  instruments,  toys, 
sporting  and  athletic  goods,  and 
other  miscellaneous  manufactured 
products. 

II — Construction  and  Services 
Description 

is.  building  construction — general 

CONTRACTORS 

Code 

1500  Construction  of  residential,  farm,  in¬ 
dustrial,  commercial,  public  or  other 
buildings. 

16.  CONSTRUCTION  OTHER  THAN  BUILDING 
CONSTRUCTION — GENERAL  CONTRACTORS 

1600  Heavy  construction,  such  as  highways 
and  streets,  bridges,  sewers,  rail¬ 
roads,  airports,  and  other  types  of 
construction  work,  except  buildings. 

17.  CONSTRUCTION - SPECIAL  TRADE 

CONTRACTORS 

1700  Specialized  construction  activities, 
such  as  plumbing,  painting,  plaster¬ 
ing.  carpentering,  electrical,  etc. 


40.  RAILROAD  TRANSPORTATION 

4000  Transportation  by  line-haul  railroad 
and  certain  services  allied  to  rail 
transportation,  such  as  sleeping  and 
dining  car  services,  railway  express, 
and  switching  and  terminal  services. 

42.  MOTOR  FREIGHT  TRANSPORTATION  AND 
WAREHOUSING 

4200  Local  or  long-distance  trucking,  trans¬ 
fer,  and  draying  services,  or  storage 
of  farm  products,  furniture  and 
other  household  goods,  or  commer¬ 
cial  goods  of  any  nature.  Also  in¬ 
cludes  operation  of  terminal  facili¬ 
ties  for  handling  freight,  with  or 
without  maintenance  facilities. 

44.  WATER  TRANSPORTATION 

4463  Marine  Cargo  Handling.  Services  di¬ 
rectly  related  to  marine  cargo  han¬ 
dling  from  the  time  cargo,  for  or 
from  a  vessel,  arrives  at  shipside, 
dock,  pier,  terminal,  staging  area, 
or  intransit  area  until  cargo  load¬ 
ing  or  unloading  operations  are  com¬ 
pleted.  Includes  the  operation  and 
maintenance  of  piers,  docks,  and 
associated  buildings  and  facilities. 

4400  Water  Transportation,  Except  Marine 
Cargo  Handling.  Freight  and  passen¬ 
ger  transportation  on  the  open  seas 
or  inland  waters,  and  incidental 
services  such  as  lighterage,  towing, 
and  canal  operation.  Also  includes 
excursion  boats,  sightseeing  boats, 
and  water  taxis. 

45.  TRANSPORTATION  BY  AIR 

4582  Airports  and  Flying  Fields.  Operation 
and  maintenance  of  airports  and 
flying  fields  and/or  the  servicing, 
repairing  (except  on  a  factory  basis) , 
and  storing  of  aircraft  at  such  air¬ 
ports.  Excludes  modification  and 
factory  type  overhaul  of  aircraft 
(Code  3721). 

4500  Transportation  by  Air,  Except  Airports 
and  Flying  Fields.  Domestic  and 
foreign  transportation  by  air  and 
also  terminal  services. 

47.  TRANSPORTATION  SERVICES 

4700  Services  incidental  to  transportation, 
such  as  forwarding,  packing  and 
crating,  and  rental  of  railroad  cars. 

48.  COMMUNICATION 

4800  Point-to-point  communication  service 
whether  by  wire  or  radio,  and 
whether  intended  to  be  received 
aurally  or  visually;  and  radio  broad¬ 
casting  and  television.  Services  for 
the  exchange  or  recording  of  mes¬ 
sages  are  also  included. 

73.  MISCELLANEOUS  BUSINESS  SERVICES 

7391  Commercial  Research  and  Development 

Laboratories  Research  and  develop¬ 
ment  activities  on  a  fee  or  contract 
basis.  Research  and  development 
laboratories  of  companies  which 
manufacture  the  products  developed 
from  their  research  activities  are 
classified  as  auxilliary  to  the  manu¬ 
facturing  establishments  served. 

7392  Business,  Management,  Administrative 

and  Consulting  Services.  Business 
and  management  administrative  and 
consulting  services,  such  as  business 
analyzing  business  research,  effi¬ 
ciency  experts,  fashion  designing 
and  consulting,  industrial  manage¬ 
ment,  market  research,  personnel 
management,  public  relations  coun¬ 
selors,  sales  engineers,  statistical 
services,  tax  consultation,  and  traf¬ 
fic  consultants. 
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7394  Equipment  Rental  and  Leasing  Serv¬ 
ices.  Includes  electronic  equipment 
rental. 

7300  Other  miscellaneous  business  services, 
such  as  advertising,  mailing,  steno¬ 
graphic,  employment  agency,  com¬ 
mercial  testing  and  protective  serv¬ 
ices. 


80.  MEDICAL  AND  OTHER  HEALTH  SERVICES 

8000  Medical,  surgical,  and  other  health 
service  to  persons. 

82.  EDUCATIONAL  SERVICES 

8221  Colleges,  Universities,  and  Professional 
Schools.  Tuition  fees  at  colleges,  uni¬ 
versities,  and  professional  schools 
granting  academic  degrees  and  re¬ 
quiring  for  admission  at  least  a  high 
school  diploma  or  equivalent  gen¬ 
eral  academic  training. 

8200  Other  Educational  Services.  Excludes 
services  involving  colleges,  univer¬ 
sities,  and  professional  schools  and 
also  excludes  research  and  develop¬ 
ment  activities  of  such  institutions 
(Code  8921). 

89.  MISCELLANEOUS  SERVICES 

8911  Engineering  and  Architectural  Serv¬ 
ices.  Services  of  a  professional  na¬ 
ture  In  the  fields  of  engineering  and 
architecture. 

8921  Nonprofit  Educational  and  Scientific 
Research  Agencies.  Research  at  non¬ 
profit  establishments  including  edu¬ 
cational  institutions. 

8900  Other  Miscellaneous  Services. 


PART  401— COST  ACCOUNTING 

STANDARD— CONSISTENCY  IN 

ESTIMATING,  ACCUMULATING, 

AND  REPORTING  COSTS 

§  401.1  General  applicability. 

This  standard  shall  be  used  by  defense 
contractors  and  subcontractors  under 
Federal  contracts  entered  into  after  the 
effective  date  hereof  and  by  all  relevant 
Federal  agencies  in  estimating,  accumu¬ 
lating,  and  reporting  costs  in  connection 
with  the  pricing,  administration,  and  set¬ 
tlement  of  all  negotiated  prime  contract 
and  subcontract  national  defense  pro¬ 
curements  with  the  United  States  in  ex¬ 
cess  of  $100,000,  other  than  contracts  or 
subcontracts  where  the  price  negotiated 
is  based  on  (a)  established  catalog  or 
market  prices  of  commercial  items  sold 
in  substantial  quantities  to  the  general 
public,  or  (b)  prices  set  by  law  or  regu¬ 
lation. 

§  401.2  Purpose. 

The  purpose  of  this  Cost  Accounting 
Standard  is  to  insure  that  each  con¬ 
tractor’s  practices  used  in  estimating 
costs  for  proposals  are  consistent  with 
cost  accounting  practices  used  by  him  in 
accumulating  and  reporting  costs  on  re¬ 
sulting  contracts.  Consistency  in  the  ap¬ 
plication  of  cost  accounting  practices  is 
necessary  to  enhance  the  likelihood  that 
comparable  transactions  are  treated 
alike.  With  respect  to  individual  con¬ 
tracts,  the  consistent  application  of  cost 


accounting  practices  will  facilitate  the 
preparation  of  reliable  cost  estimates 
used  in  pricing  proposals  and  their  com¬ 
parison  with  the  costs  of  performance  of 
the  resulting  contracts.  Such  compari¬ 
sons  provide  one  important  basis  for  fi¬ 
nancial  control  over  costs  during  con¬ 
tract  performance  and  aid  in  establish¬ 
ing  accountability  for  costs  in  the  man¬ 
ner  agreed  to  by  both  parties  at  the  time 
of  contracting.  The  comparisons  also 
provide  an  improved  basis  for  evaluating 
estimating  capabilities. 

§  401.3  Definitions. 

For  purposes  of  this  standard  the  fol¬ 
lowing  definitions  apply: 

(a)  Accumulating  costs.  The  collect¬ 
ing  of  cost  data  in  an  organized  manner, 
such  as  through  a  system  of  accounts. 

(b)  Actual  cost.  Represents  amounts 
determined  on  the  basis  of  costs  incurred 
as  distinguished  from  forecasted  costs. 
Includes  standard  costs  properly  ad¬ 
justed  for  applicable  variances. 

(c)  Estimating  costs.  The  process  of 
forecasting  a  future  result  in  terms  of 
cost,  based  upon  information  available 
at  the  time. 

(d)  Pricing.  The  process  of  establish¬ 
ing  the  amount  or  amounts  to  be  paid 
in  return  for  goods  or  services. 

(e)  Proposal.  Any  offer  or  other  sub¬ 
mission  used  as  a  basis  for  pricing  a 
contract,  contract  modification  or  termi¬ 
nation  settlement  or  for  securing  pay¬ 
ments  thereunder. 

(f)  Reporting  costs.  Provision  of  cost 
information  to  others.  The  reporting  of 
costs  involves  selecting  relevant  cost  data 
and  presenting  it  in  an  intelligible  man¬ 
ner  for  use  by  the  recipient. 


§  401.4  Fundamental  requirement. 

A  contractor’s  practices  used  in  esti¬ 
mating  costs  in  pricing  proposals  shall 
be  consistent  with  the  cost  accounting 
practices  used  in  accumulating  and  re¬ 
porting  costs  on  the  resulting  contracts. 
The  grouping  of  homogeneous  costs  in 
estimates  prepared  for  proposal  purposes 
shall  not  per  se  be  deemed  an  inconsist¬ 
ent  application  of  cost  accounting  prac¬ 
tices  when  such  costs  are  accumulated 
and  reported  in  greater  detail  on  an 
actual  cost  basis  during  contract 
performance. 

§  401.5  Techniques  for  application. 

The  standard  allows  grouping  of 
homogeneous  costs  in  order  to  cover 
those  cases  where  it  is  not  practicable  to 
estimate  contract  costs  by  individual 
cost  element  or  function.  However,  costs 
estimated  for  proposal  purposes  shall  be 
presented  in  such  a  manner  and  in  such 
detail  that  any  significant  item  of  cost 
can  be  compared  with  the  actual  cost 
accumulated  and  reported  therefor.  In 
any  event  the  cost  accounting  practices 
used  in  estimating  costs  in  pricing  pro¬ 
posals  and  in  accumulating  and  report¬ 
ing  costs  on  the  resulting  contracts  shall 
be  consistent  with  respect  to  (a)  the 
classification  of  elements  or  functions 
of  cost  as  direct  or  indirect:  (b)  the  in¬ 
direct  cost  pools  to  which  each  element 
or  funtion  of  cost  is  charged  or  proposed 
to  be  charged:  and  (c)  the  methods  of 
allocating  indirect  costs  to  the  contract. 

§  401.6  Illustrations. 

(a)  The  following  examples  are  illus¬ 
trative  of  applications  of  cost  account¬ 
ing  practices  which  are  deemed  to  be 
consistent. 


Practices  used  in  estimating  costs  for 
proposals 

(1)  Contractor  estimates  an  average  direct 
labor  rate  for  manufacturing  direct  labor 
by  labor  category  or  function. 

(2)  Contractor  estimates  an  average  cost  for 
minor  standard  hardware  Items,  Includ¬ 
ing  nuts,  bolts,  washers,  etc. 

(3)  Contractor  uses  an  estimated  rate  for 
manufacturing  overhead  to  be  applied  to 
an  estimated  direct  labor  base.  He  Iden¬ 
tifies  the  Items  Included  In  his  estimate 
of  manufacturing  overhead  and  provides 
supporting  data  for  the  estimated  di¬ 
rected  labor  base. 


Practices  used  in  accumulating  and 
reporting  costs  of  contract  performance 

(1)  Contractor  records  manufacturing  di¬ 
rect  labor  based  on  actual  cost  for  each 
individual. 

(2)  Contractor  records  actual  cost  for  minor 
standard  hardware  items  based  upon 
invoices  or  material  transfer  slips. 

(3)  Contractor  accounts  for  manufacturing 
overhead  by  individual  items  of  cost 
which  are  accumulated  in  a  cost  pool 
allocated  to  final  cost  objectives  on  a 
direct  labor  base. 


(b)  The  following  examples  are  illustrative  of  application  of  cost  accounting 
practices  which  are  deemed  not  to  be  consistent. 


Practices  used  in  estimating  costs  for 
proposals 


(4)  Contractor  estimates  a  total  dollar 
amount  for  engineering  labor  which  In¬ 
cludes  disparate  and  significant  elements 
or  functions  of  engineering  labor.  Con¬ 
tractor  does  not  provide  supporting  data 
reconciling  this  amount  to  the  estimates 
for  the  same  engineering  labor  cost  func¬ 
tions  for  which  he  will  separately  ac¬ 
count  in  contract  performance. 

(5)  Contractor  estimates  a  single  dollar 
amount  for  machining  cost  to  cover  la¬ 
bor,  material  and  overhead. 


Practices  used  in  accumulating  and 
reporting  costs  of  contract  performance 

(4)  Contractor  accounts  tor  engineering  la¬ 
bor  by  cost  function,  l.e.,  drafting,  de¬ 
signing,  production  engineering,  etc. 


(5)  Contractor  records  separately  the  actual 
cost  of  machining  labor  and  material  as 
direct  costs,  and  factory  overhead  as  in¬ 
direct  costs. 
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§  401.7  Exemptions. 

None  for  this  standard. 

§401.8  Effective  date.  [Reserved] 

PART  402— COST  ACCOUNTING 
STANDARD— CONSISTENCY  IN 

CHARGING  AND  ALLOCATING 

COSTS  INCURRED  FOR  THE  SAME 

PURPOSE 

§402.1  General  applicability. 

This  standard  shall  be  used  by  defense 
contractors  and  subcontractors  under 
Federal  contracts  entered  into  after  the 
effective  date  hereof,  and  by  all  relevant 
Federal  agencies  in  estimating,  accumu¬ 
lating  and  reporting  costs  in  connection 
with  the  pricing,  administration  and  set¬ 
tlement  of  all  negotiated  prime  contract 
and  subcontract  national  defense  pro¬ 
curements  with  the  United  States  in 
excess  of  $100,000,  other  than  contracts 
or  subcontracts  where  the  price  negoti¬ 
ated  is  based  on  (a)  established  catalog 
or  market  prices  of  commercial  items 
sold  in  substantial  quantities  to  the  gen¬ 
eral  public,  or  (b)  prices  set  by  law  or 
regulation. 

§  402.2  Purpose. 

The  purpose  of  this  standard  is  to  re¬ 
quire  that  each  type  of  cost  is  assigned 
only  once  and  on  only  one  basis  to  any 
contract  or  other  cost  objective.  The  cri¬ 
teria  for  determining  the  assignment  of 
costs  to  a  product,  contract  or  other  cost 
objective  should  be  the  same  for  all  simi¬ 
lar  objectives.  Adherence  to  these  cost 
accounting  concepts  is  necessary  to  guard 
against  the  overcharging  of  some  cost 
objectives  and  to  prevent  double  count¬ 
ing.  Double  counting  occurs  most  com¬ 
monly  when  cost  items  are  charged  di¬ 
rectly  to  a  cost  objective  without  elimi¬ 
nating  like  cost  items  from  indirect  cost 
pools  which  are  allocated  to  that  cost 
objective. 

§  402.3  Definitions. 

For  purposes  of  this  standard  the  fol¬ 
lowing  definitions  apply: 

(a)  Allocate.  To  assign  an  item  of  cost, 
or  a  group  of  items  of  cost  to  one  or  more 
cost  objectives.  This  term  includes  both 
direct  assignment  of  cost  and  the  re¬ 
assignment  of  a  share  from  an  indirect 
cost  pool. 

(b)  Cost  objective.  A  function,  organi¬ 
zational  subdivision,  contract  or  other 
work  unit  for  which  cost  data  are  desired 
and  for  which  provision  is  made  to  ac¬ 
cumulate  C06t  information.  A  final  cost 
objective  may  Include  costs  identified 
directly  with  it  and  it  may  also  include 
shares  of  costs  first  identified  with  inter¬ 
mediate  cost  objectives  provided  to  serve 
as  indirect  cost  pools. 

(c)  Direct  cost.  Any  cost  which  is 
identified  specifically  with  a  particular 
final  cost  objective.  Direct  costs  are  not 
limited  to  items  which  are  incorporated 
in  the  end  product  as  material  or  labor. 
Costs  identified  specifically  with  a  con¬ 
tract  are  direct  costs  of  that  contract. 
Any  cost  identified  specifically  with  other 
final  cost  objectives  of  the  contractor  are 
direct  costs  of  those  cost  objectives. 

(d)  Indirect  cost.  Any  cost  not  directly 
identified  with  a  single  final  cost  objec¬ 


tive,  but  identified  with  two  or  more  final 
cost  objectives  or  with  at  least  one  inter¬ 
mediate  cost  objective. 

(e)  Indirect  cost  pools.  Groupings  of 
incurred  costs  identified  with  two  or  more 
cost  objectives  but  not  directly  identifia¬ 
ble  solely  with  any  final  cost  objective. 

§  402.4  Fundamental  requirement. 

All  costs  incurred  for  the  same  pur¬ 
pose,  in  like  circumstances,  are  either 
direct  costs  only  or  indirect  costs  only 
with  respect  to  final  C06t  objectives.  No 
final  cost  objective  shall  have  allocated 
to  it  as  an  indirect  cost  any  cost  incurred 
for  the  same  purpose,  in  like  circum¬ 
stances,  which  has  been  included  as  a 
direct  cost  of  that  or  any  other  final  cost 
objective.  Further,  no  final  cost  objective 
shall  have  charged  to  it  as  a  direct  cost 
any  cost  if  other  costs  incurred  for  the 
same  purpose,  in  like  circumstances,  have 
been  included  in  any  indirect  cost  pool 
to  be  allocated  to  that  or  any  other  final 
cost  objective. 

§  402.5  Techniques  for  application. 

(a)  The  Disclosure  Statement  to  be 
submitted  by  the  contractor  will  require 
that  he  set  forth  his  cost  accounting 
practices  with  regard  to  the  distinction 
between  direct  and  indirect  costs.  In  ad¬ 
dition,  for  those  types  of  cost  which  are 
sometimes  charged  direct  and  sometimes 
charged  indirect,  the  Disclosure  State¬ 
ment  will  set  forth  the  specific  criteria 
and  circumstances  for  making  such 
distinctions  as  described  by  the  con¬ 
tractor.  In  essence,  the  Disclosure  State¬ 
ment,  by  distinguishing  between  direct 
and  indirect  costs,  and  by  describing  the 
criteria  and  circumstances  for  charging 
those  items  which  are  sometimes  direct 
and  sometimes  indirect,  will  be  deter¬ 
minative  as  to  whether  or  not  costs  are 
incurred  for  the  same  purpose.  Disclosure 
Statement  as  used  herein  refers  to  the 
statement  required  to  be  submitted  by 
contractors  as  a  condition  of  contracting 
as  set  forth  in  Part  351  of  this  Title  4  of 
the  Code  of  Federal  Regulations. 

(b)  In  the  event  that  a  contractor  has 
not  submitted  a  Disclosure  Statement  the 
determination  of  whether  specific  costs 
are  directly  chargeable  to  contracts  shall 
be  based  upon  the  contractor’s  cost  ac¬ 
counting  practices  used  at  the  time  of 
contract  proposal  provided  such  practices 
comply  with  Cost  Accounting  Standards 
and  applicable  Government  procurement 
regulations  in  effect  at  that  time. 

(c)  Whenever  costs  which  serve  the 
same  purpose  cannot  equitably  be  allo¬ 
cated  to  one  or  more  final  cost  objectives 
in  accordance  with  the  contractor’s  dis¬ 
closed  accounting  practices,  the  contrac¬ 
tor  may  either  (1)  use  a  method  for  al¬ 
locating  all  such  costs  as  would  provide 
an  equitable  distribution  to  all  final  cost 
objectives,  or  (2)  direct  charge  all  such 
costs  to  final  cost  objectives  with  which 
they  are  specifically  identified.  In  the 
event  the  contractor  decides  to  make  a 
change  for  either  purpose  the  Disclosure 
Statement  shall  be  amended  to  reflect  the 
revised  accounting  practices  involved. 

§  402.6  Illustrations. 

(a)  Illustrations  of  costs  which  are 
incurred  for  the  same  purpose: 


(1)  Contractor  normally  charges  all 
travel  as  an  indirect  cost  and  previously 
disclosed  this  accounting  practice  to  the 
Government.  For  purposes  of  a  new  pro¬ 
posal,  contractor  intends  to  charge  the 
travel  costs  of  direct  labor  personnel  di¬ 
rectly  to  the  contract.  Since  travel  costs 
of  direct  labor  personnel  working  on 
other  contracts  are  costs  which  are  in¬ 
curred  for  the  same  purpose,  these  costs 
may  no  longer  be  included  within  indirect 
cost  pools  for  purposes  of  allocation  to 
any  covered  Government  contract.  Con¬ 
tractor’s  Disclosure  Statement  must  be 
amended  for  the  proposed  changes  in 
accounting  practices. 

(2)  Contractor  normally  charges  plan¬ 
ning  costs  indirectly  and  allocates  this 
cost  to  all  contracts  on  the  basis  of  di¬ 
rect  labor.  A  proposal  for  a  new  contract 
requires  an  inordinate  amount  of  plan¬ 
ning  costs.  The  contractor  prefers  to  con¬ 
tinue  to  charge  planning  costs  indirectly. 
In  order  to  equitably  allocate  the  total 
planning  costs,  the  contractor  may  use 
a  method  for  allocating  all  such  costs  as 
would  provide  an  equitable  distribution 
to  all  final  cost  objectives.  For  example, 
he  may  use  the  number  of  planning 
documents  processed  rather  than  his  for¬ 
mer  allocation  base  of  direct  labor.  Con¬ 
tractor’s  Disclosure  Statement  must  be 
amended  for  the  proposed  changes  in  ac¬ 
counting  practices. 

(b)  Illustrations  of  costs  which  are  not 
incurred  for  the  same  purpose: 

(1)  Contractor  normally  charges  spe¬ 
cial  tooling  costs  directly  to  contracts. 
The  costs  of  general  purpose  tooling  are 
normally  included  in  the  indirect  cost 
pool  which  is  allocated  to  contracts.  Both 
of  these  accounting  practices  were  pre¬ 
viously  disclosed  to  the  Government. 
Since  the  costs  involved  were  not  in¬ 
curred  for  the  same  purpose  in  accord¬ 
ance  with  the  criteria  set  forth  in  the 
contractor’s  Disclosure  Statement,  the 
allocation  from  the  indirect  cost  pool  to 
the  contract  is  not  considered  a  violation 
of  the  standard. 

(2)  Contractor  proposes  to  perform  a 
contract  which  will  require  three  firemen 
on  24-hour  duty  at  a  fixed-post  to  pro¬ 
vide  protection  against  damage  to  highly 
inflammable  materials  used  on  the  con¬ 
tract.  Contractor  presently  has  a  fire¬ 
fighting  foroe  of  10  employees  for  general 
protection  of  the  plant.  Contractor’s 
costs  for  these  latter  firemen  are  treated 
as  indirect  costs  and  allocated  to  all  con¬ 
tracts;  however,  he  wants  to  charge  the 
three  fixed-post  firemen  directly  to  the 
particular  contract  requiring  them  and 
also  allocate  a  portion  of  the  cost  of  the 
general  firefighting  force  to  the  same 
contract.  He  may  do  so  but  only  on  con¬ 
dition  that  his  disclosed  practices  indi¬ 
cate  that  the  costs  of  the  separate  classes 
of  firemen  serve  different  purposes  and 
that  it  is  his  practice  to  charge  the  gen¬ 
eral  firefighting  force  indirectly  and  to 
charge  fixed-post  firemen  directly. 

§  402.7  Exemptions. 

None  for  this  standard. 

§402.8  Effective  date.  [Reserved] 
Arthur  Schoenhaut, 
Executive  Secretary. 
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